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KEY ECONOMIC INDICATORS 


(In millions of U.S. dollars unless noted) 


1988 
1985 1986 1987 Projections 
Domestic Economy 
Population (millions) -66 . 68 to are 
Population growth (%) Siew 3.2 362 ae 
GDP in current dollars ‘ 
{at purchase values) S3e08 432.6 536.8 est N/A 
GDP per capita, current dollars 504 636 766 est N/A 
GDP in local currency (1980 = 100) 176 22 258 N/A 
Inflation (%) 16:5 i =e 13.0 Ls) 
Production and Employment 
Labor force (Formal sector) 72,844 1T9e tek $3237 N/A 
Manufacturing production (%* change 
in real terms 1980 = 100) 118 122 N/A N/A 
Goverment deficit 
as % of GDP 3 5 less than 1 % 
Balance of Payments 
Exports (FOB) LPB 207.5 391.8 378.6 
Imports (CIF) 270.8 306.0 364.9 376.5 
Trade balance -94.6 -18.5 26.9 0.3 
Current-account balance SO se 4.8 45.4 34.3 
Foreign Debt (March of each year) L637 233/26 PP 290.20 
Debt-service paid 18.9 Zook 35.2 48.0 
Debt-service owed 0 0 0 0 
Debt-service ratio Tk Tae 6.9 70 
Foreign exchange reserves (year end) 13 ae 87.8 133.2 148.5 Sept. 
Average exchange rate for year 2 Ae 2 ae 2503 Aaa 
(Lilangeni = US$1.00) 
Foreign Investment 
Total (cumulative) Not available 
U.S. (cumulative) 0 0 10 10 
U.S. share (%) 0 0 less than 5% 
U.S. — Swazi Trade 
U.S. exports to Swaziland 0.89 29 4.3 3.8 
U.S. imports from Swaziland 75.6 14.6 18.7 L629 
Trade balance —tec7 EF -14.4 =25 5 
U.S. share of Swazi exports (%) 9 5 5 5 
U.S. share of Swazi imports (%) 4 1 2 af 
U.S. bilateral aid 6.3 9.8 10.6 5 
{less than 1% military) 
Principal U.S. exports - 1988: Tools, digital computers, machinery 
Principal U.S. imports - 1988: Sugar, bulbs and flowers, wood pulp 
Sources: Central Bank of Swaziland and the Central Statistical Office 
Notes: - U.S. bilateral aid figures include Section 416 funds. They do not 


include funds spent on the Peace Corps program. 
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SUMMARY 


Swaziland has experienced mixed economic growth in the 1980s. 
A sluggish performance early in the decade was reversed by a 
banner year in 1986, when an outstanding sugar crop pushed 
growth close to 9 percent. While preliminary figures for 1987 
show a slowing down of the economy, new investment, primarily 
in the manufacturing sector, should help give Swaziland the 
capacity for sustained growth. 


Given the size of the Swazi market, export led growth is the 


country's most viable development option. Swaziland has a 
relatively diversified export sector, with sugar, wood pulp, 
citrus and minerals all finding overseas markets. The 


establishment of a soft-drink concentrate plant in Swaziland in 
late 1986 gave a big boost to the country's exports, and soft 
drink concentrate is now the third largest export product 
behind sugar and wood pulp. Additional investment in textiles, 
furniture, and paper production has helped to significantly 
broaden Swaziland's industrial base. 


Swaziland continues to be a financial success story in Africa. 
Its external and government debt levels remain low, and its 
financing manageable. The balance of payments was in surplus 
in 1987 for the second year in a row, and the trade balance was 
positive for the first time in over 10 years. Preliminary 
figures for 1988 show a positive current account balance and a 
small balance of payments deficit. Swaziland's membership in 
the Common Monetary Area with South Africa and Lesctho and its 
decision to maintain the lilangeni at par with the rand have 
led the currency to depreciate significantly in recent years. 
While this has increased Swaziland's debt burden somewhat, its 
beneficial effects on exports have more than compensated. 


Current economic trends in Swaziland are unlikely to effect 
bilateral trade with the United States. The size of the Swazi 
market is insufficient to generate substantial trade 
opportunities for U.S. firms. Given the proximity of South 
Africa, and that country's ability to provide most products at 
a lower cost than U.S. firms (due in large part to high tariffs 
on foreign goods), it is likely that U.S. businesses will find 
investment, rather than trade, a more effective vehicle for 
entering the Swazi market. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: The 8.8 percent growth rate of 19386 is 

unlikely to be duplicated in 1987. Sugar production, largely 
responsible for the success of 1986, returned to normal levels 
in 1987. Provisional estimates place real growth at around 1 
percent for 1987, but there is debate on this figure. A very 
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strong export showing, led by favorable world prices for Swazi 
export products and a favorable exchange rate, may push the 
growth figure up. Swaziland's economy remains highly dependent 
on rain fed agriculture, which makes predictions concerning 
economic growth difficult. Increased manufacturing and recent 
Giversification in agriculture, however, should help reduce the 
inconsistency in Swazi growth rates. 


Balance of Payments: Swaziland's balance-of-payments picture 
is positive. 1987 marked the second year in a row that 
Swaziland had an increase in net foreign reserves and the first 
year in over a decade in which the trade balance was positive. 
Swaziland enjoys a unique position through its membership in 
the Common Monetary Area (CMA). Most of its imports come from 
South Africa and are paid for in rand, which Swaziland, as a 
member of the CMA, has relatively easy access to. Swaziland's 
exports go primarily overseas; to Europe, North America and 
elsewhere, and earn Swaziland foreign currency. This situation 
frees Swaziland from the foreign exchange constraints faced by 
many African countries. Partly as a result of this, Swaziland 
has few problems with its foreign debt and has never had to 
reschedule debt financing. 


Government Spending: Swaziland has been able to avoid 
incurring large budget deficits, and, in 1987, came very close 
to balancing the budget ($590,000 deficit). Deficits are 


financed through a combination of foreign and domestic 
borrowing. The lion's share of government revenue comes from 
the South African Customs Union. In the 1987/88 budget, 
Customs Union receipts were estimated to account for 43 percent 


of total government revenue. This percentage has declined over 
the last few years as corporate tax receipts have picked up 
with new investment. Still, for the foreseeable future, the 


government will remain heavily dependent on the South African 
Customs Union for revenue. 


Inflation and Money: Swaziland's monetary developments 
parallel those in South Africa. The last several years have 
seen double digit inflation in both countries (Swaziland -- 13 
percent in 1987). Continued devaluation of the currency should 
maintain inflationary pressures. Interest rate developments in 
both countries tend to reflect one another as well, since 
capital can move freely between CMA member countries. 


Sectoral Developments 


Agriculture and Forestry: Despite recent gains in the 
manufacturing sector, Swaziland continues to be an 
agriculturally based country. Sugar is the key industry, with 
three large estates in the lowveld supplying most of the cane. 
Swaziland's forests (pine and eucalyptus) are among the world's 
largest planted forests, and its pulp mill produces 10 percent 
of the world's unbleached kraft pulp. Pineapple and a number 
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of citrus fruits are grown and canned; fruit is shipped 
overseas by air cargo. Cotton is one of the main cash crops in 
the country, with 26,000 metric tons produced in 1987/88. 
Rainfall is the primary water source and can be problematic, 
particularly in the lowveld where much cotton and citrus are 
grown. The most productive farms are the large, individually 
owned operations. A majority of the population of Swaziland 
still practices subsistence agriculture, however, and maize is 
the standard crop for the small plot farmer. 


Manufacturing: Swaziland has experienced major advances in 
manufacturing in recent years, and a number of new industries 
have opened shop. Manufacturing constitutes approximately 25 
percent of GDP, and its importance has grown through the 
decade. Major new manufacturing investments include a 
furniture factory, a soft-drink concentrate operation; a 
textile mill and a paper processing plant. Many of the new 
operations are aimed at processing raw materials readily 
available in Swaziland. Most factories produce primarily for 
export. Manufacturing operations are centered at Matsapha, 
where the nation's primary industrial site is located. 


Mining: Swaziland currently mines three minerals -- asbestos, 
coal, and diamonds. While asbestos production has declined in 
the last several years, coal production has remained relatively 
constant (170,000 tons per year), and diamond production has 
skyrocketed. The diamond mine began operations in 1983, with 
Sales that year of less that 1 million emalengeni. Sales for 
1988 are expected to approach 15 million emalengeni ($6.7 
million). Almost all mineral production is for export. 


Tourism: Tourism plays an important role in Swaziland. 
Receipts from tourism reached 38 million emalengeni ($18.7 
million) in 1987, up 22 percent from the preceding year. The 
estimated number of tourists in 1987 was 210,000, mostly from 
South Africa. Swaziland's main drawing points are natural 
beauty, casinos, and golf. 


B. IMPLICATIONS FOR THE UNITED STATES 


Because of Swaziland's small market and the current high tariff 
levels in the Customs Union, export opportunities for U.S. 
firms are limited, although major projects offer possibilities 
for the export of goods and services. Direct investment, 
however, is the most feasible method for U.S. firms to enter 
the Swazi market. The Swazi Government actively encourages 
foreign investment, particularly in export oriented sectors. 


Export Opportunities -- Major Projects: The African 
Development Bank (AFDB) and the World Bank are active in 
Swaziland and occasionally sponsor projects of possible 
interest to U.S. firms. AFDB focuses primarily on road 
construction and rehabilitation projects, which offer 
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possibilities for technical assistance and material procurement 
contracts. The World Bank, in conjunction with the French 
Government, is currently financing a feasibility study for a 
major water project in the Komati basin centered around a dam 
at Maguga. A prefeasibility study performed by a South African 
firm proposed hydroelectric development, and the World 
Bank/French study will address agricultural potential. The dan 
itself is expected to cost at least 100 million emalengeni ($43 
million), and related hydroelectric and agricultural projects 
could double this figure. While consultancy contracts are 
already in place for the construction of the dam, possible 
opportunities for U.S. firms exist in construction and 
procurement contracts, as well as in the hydroelectric and 
agricultural development areas. Breaking of ground will 
probably not occur before 1991. 


The Southern African Development Coordination Conference 
(SADCC) framework also presents opportunities. The current 
SADCC railway project offers possibilities for technical 
assistance contracts for U.S. firms. The Swaziland portion, 
sponsored by the U.S. Agency for International Development 
(USAID), to the sum of $7 million, will provide an opportunity 
for a technical assistance contract, for which a tender will be 
issued shortly. USAID's Commercial Agricultural Production and 
Marketing Project, a $6 million undertaking, will be 
implemented in the near future and will also offer an 
opportunity for a technical assistance contract. 


Opportunities for Investment: Opportunities for investment 
exist primarily in the agriculture and manufacturing sectors. 
Swaziland continues to export many of its raw materials in 
unprocessed form, and there is potential for value-added 
processing in a number of areas. 


Agriculture: Fruit and vegetable processing, including oil 
extraction and dehydration, is possible. Sugar based products, 
such as candies and beverages, offer opportunities. Waste from 
the sugar industry also presents the possibility of ethanol 
production, and several feasibility studies have recommended 
the establishment of an ethanol plant in Swaziland. 

Tanning and leather production from cattle are other areas of 
interest. Hides currently are sent to South Africa for 
processing. Possibilities for investment also exist in the 
wood industry. Recent investments in furniture and paper 
production have begun to address the potential of this sector, 
but further activity is feasible. Establishment of a feed mill 
for local livestock is another area of interest. 


Manufacturing: Garment production shows great potential. The 
privately owned National Textile Corporation (NATEX), which 
currently produces only yarn, will open its fabric plant in 
April 1989. Annual production will be 13 million square meters 
of fabric, and NATEX is encouraging garment producers to invest 
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in Swaziland. Other areas for possible investment include 
diamond processing (cutting and glass), coal processing 


(cement, chemicals, and metals), and ceramics and pottery 
production. 


Factors Influencing Investment in Swaziland 


The Swaziland Industrial Development Company: The primary 
organization concerned with foreign investment in Swaziland is 
the Swaziland Industrial Development Company (SIDC). The 
company offers a number of services to investors in Swaziland. 
SIDC can provide up to 35 percent of a proposed enterprise's 
share capital, and it will make loans with terms of up to 10 
years in local or foreign currency for acquisition of fixed 
assets (maximum participation in a project is currently 3 
million emalengeni). These financial services are only 
available to locally incorporated companies. SIDC also will 
lease or build factories for investors and can assist in 
marketing and feasibility studies. While SIDC will consider 
almost any project, its priorities lie with projects that 
provide employment, generate foreign exchange, use local 
resources, and provide training to local employees. SIDC also 
encourages industries that create their own support industries 


and firms which employ technology appropriate for the country's 
level of development. 


Incentives for Investors: The Swazi Government has passed 
legislation aimed at attracting foreign investors. Investors 
setting up new manufacturing operations may be eligible for 
5-year tax holidays. Initial allowances on new plant and 
machinery are 50 percent in the first year of use, and training 
allowances also are available. Rebates of customs duties are 
available on some imported materials used in local 
manufactures, and drawbacks of customs duty can be granted on 
some raw materials used in producing goods for export. 


Repatriation of Dividends and Profits: As a member of the 
Common Monetary Area, Swaziland is subject to the same exchange 
controls as South Africa. These controls are used more as a 
monitor of currency flows than as a policy tool. Repatriation 
of profits by foreign firms is permitted upon application to 
the Central Bank of Swaziland, which routinely grants such 
requests. Dividends are freely remitted subject to a 
withholding tax of 15 percent and repatriation of interest is 
subject to a 10 percent tax. Raising capital within Swaziland 
(if over emalengeni 100,000) and importing capital into 
Swaziland also require Centrai Bank approval, which is 


routinely granted. There are no exchange regulations affecting 
transactions within the CMA. 
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Other Factors Influencing Investment 


The South African Customs Union (SACU): Swaziland, Botswana, 
Lesotho and South Africa form the South Africa Customs Union 
(SACU). Goods are freely traded between members of the Union, 


Swaziland's membership in SACU effectively expands its market 
to nearly 35 million people. Raw materials from SACU members 
are obtainable duty free, reducing their cost substantially. 
The lilangeni/rand parity further facilitates commerce between 
Swaziland and South Africa. 


Preferential Access to Overseas Markets: In addition to SACU, 
Swaziland's products enjoy preferential tariff treatment in 
numerous countries through the Generalized System of 
Preferences, the Lome Convention and the Preferential Trade 
Area (PTA) for East and Southern Africa. In most cases, goods 
which qualify for prefential treatment enter duty free. The 
different programs have different requirements concerning rules 
of origin and product coverage, with benefits under the PTA 
only available to products from firms with local equity 
participation. 


Infrastructure: Swaziland's infrastructure is fairly good. 
Most freight is shipped by road or rail, with some air cargo 
service as well. Shipment of product through Mozambique by 


either road or rail is problematic, and many firms use the 
lengthier lines to Durban or Richards Bay to lessen risk. 
Electricity is produced locally and imported from South 

Africa. Direct dial telephone service is available to over 120 
countries, including the United States. 


U.S. Sources of Assistance: Both the Overseas Private 
Investment Corporation (OPIC) and the U.S. Trade and 
Development Program (TDP) have been active in Swaziland. OPIC 
can provide loans, political risk, and currency convertibility 
insurance for U.S. companies operating in Swaziland, as well as 
investment information on the country (OPIC will lead an 
investment mission to southern Africa in April 1989). TDP can 
assist U.S. firms interested in doing feasibility studies on 
projects in Swaziland. The Swaziland Desk Officer 
(202-377-5148) of the U.S. Deparment of Commerce can provide 
additional information to U.S. business representatives who 
wish to know more about the country. ,For those who visit 
Swaziland, the Commercial Officer at Knf Ep paps in Mbabane can 
recommend and help arrange appointments WEtK*% late local 
business representatives and government officials. 
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